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transactions through the wire transfer
system, such as procedures that ad-
dress

(i) The circumstances under which
the beneficiary bank should deny wire
transfer services to the commercial
customer; and

(ii) The circumstances under which
the commercial customer account
should be closed.

§233.7 Regulatory enforcement.

The requirements under this part are
subject to the exclusive regulatory en-
forcement of—

(a) The Federal functional regu-
lators, with respect to the designated
payment systems and participants
therein that are subject to the respec-
tive jurisdiction of such regulators
under section 505(a) of the Gramm-
Leach-Bliley Act (15 U.S.C. 6805(a)) and
section 5g of the Commodity Exchange
Act (7 U.S.C. 7Tb-2); and

(b) The Federal Trade Commission,
with respect to designated payment
systems and participants therein not
otherwise subject to the jurisdiction of
any Federal functional regulators (in-
cluding the Commission) as described
in paragraph (a) of this section.

APPENDIX A TO PART 233—MODEL
NOTICE

[Date]

[Name of foreign sender or foreign banking
office]

[Address]

Re: U.S. Unlawful Internet Gambling Enforce-
ment Act Notice

Dear [Name of foreign counterparty]:

On [date], U.S. government officials in-
formed us that your institution processed
payments through our facilities for Internet
gambling transactions restricted by U.S. law
on [dates, recipients, and other relevant in-
formation if available].

We provide this notice to comply with U.S.
Government regulations implementing the
Unlawful Internet Gambling Enforcement
Act of 2006 (Act), a U.S. federal law. Our poli-
cies and procedures established in accord-
ance with those regulations provide that we
will notify a foreign counterparty if we learn
that the counterparty has processed pay-
ments through our facilities for Internet
gambling transactions restricted by the Act.
This notice ensures that you are aware that
we have received information that your in-
stitution has processed payments for Inter-
net gambling restricted by the Act.
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The Act is codified in subchapter IV, chap-
ter 53, title 31 of the U.S. Code (31 U.S.C. 5361
et seq.). Implementing regulations that dupli-
cate one another can be found at part 233 of
title 12 of the U.S. Code of Federal Regula-
tions (12 CFR part 233) and part 132 of title 31
of the U.S. Code of Federal Regulations (31
CFR part 132).

PART 234—DESIGNATED FINAN-
CIAL MARKET UTILITIES (REGULA-
TION HH)

Sec.
234.1
234.2

Authority, purpose, and scope.

Definitions.

234.3 Standards for payment systems.

234.4 Changes to rules, procedures, or oper-
ations.

234.5 Access to Federal Reserve Bank ac-
counts and services.

234.6 Interest on balances.

AUTHORITY: 12 U.S.C. 5461 et seq.

SOURCE: 77 FR 45919, Aug. 2, 2012, unless
otherwise noted.

§234.1 Authority, purpose, and scope.

(a) Authority. This part is issued
under the authority of sections 805, 806,
and 810 of the Dodd-Frank Wall Street
Reform and Consumer Protection Act
(Dodd-Frank Act) (Pub. L. 111-203, 124
Stat. 1376; 12 U.S.C. 5464, 5465, and 5469).

(b) Purpose and scope. This part estab-
lishes risk-management standards gov-
erning the operations related to the
payment, clearing, and settlement ac-
tivities of designated financial market
utilities. In addition, this part sets out
requirements and procedures for a des-
ignated financial market utility that
proposes to make a change to its rules,
procedures, or operations that could
materially affect the nature or level of
risks presented by the designated fi-
nancial market utility and for which
the Board is the Supervisory Agency
(as defined below). The risk manage-
ment standards do not apply, however,
to a designated financial market util-
ity that is a derivatives clearing orga-
nization registered under section 5b of
the Commodity Exchange Act (7 U.S.C.
Ta-1) or a clearing agency registered
with the Securities and Exchange Com-
mission under section 17A of the Secu-
rities Exchange Act of 1934 (15 U.S.C.
78a-1), which are governed by the risk-
management standards promulgated by



§234.2

the Commodity Futures Trading Com-
mission or the Securities and Exchange
Commission, respectively, for which
each is the Supervisory Agency. This
part also sets out standards, restric-
tions, and guidelines regarding a Fed-
eral Reserve Bank establishing and
maintaining an account for, and pro-
viding services to, a designated finan-
cial market utility. In addition, this
part sets forth the terms under which a
Reserve Bank may pay a designated fi-
nancial market utility interest on the
designated financial market utility’s
balances held at the Reserve Bank.

[77 FR 45919, Aug. 2, 2012, as amended at 78
FR 76979, Dec. 20, 2013]

§234.2 Definitions.

(a) Backtest means the exr post com-
parison of realized outcomes with mar-
gin model forecasts to analyze and
monitor model performance and over-
all margin coverage.

(b) Central counterparty means an en-
tity that interposes itself between
counterparties to contracts traded in
one or more financial markets, becom-
ing the buyer to every seller and the
seller to every buyer.

(c) Central securities depository means
an entity that provides securities ac-
counts and central safekeeping serv-
ices.

(d) Designated financial market utility
means a financial market utility that
is currently designated by the Finan-
cial Stability Oversight Council under
section 804 of the Dodd-Frank Act (12
U.S.C. 5463).

(e) Financial market utility has the
same meaning as the term is defined in
section 803(6) of the Dodd-Frank Act (12
U.S.C. 5462(6)).

(f) Link means, for purposes of
§234.3(a)(20), a set of contractual and
operational arrangements between two
or more central counterparties, central
securities depositories, or securities
settlement systems, or between one or
more of these financial market utili-
ties and one or more trade repositories,
that connect them directly or indi-
rectly, such as for the purposes of par-
ticipating in settlement, cross mar-
gining, or expanding their services to
additional instruments and partici-
pants.
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(g) Orderly wind-down means the ac-
tions of a designated financial market
utility to effect the permanent ces-
sation, sale, or transfer of one or more
of its critical operations or services in
a manner that would not increase the
risk of significant liquidity or credit
problems spreading among financial in-
stitutions or markets and thereby
threaten the stability of the U.S. finan-
cial system.

(h) Recovery means, for purposes of
§234.3(a)(3) and (15), the actions of a
designated financial market utility,
consistent with its rules, procedures,
and other ex ante contractual arrange-
ments, to address any uncovered loss,
liquidity shortfall, or capital inad-
equacy, whether arising from partici-
pant default or other causes (such as
business, operational, or other struc-
tural weaknesses), including actions to
replenish any depleted prefunded finan-
cial resources and liquidity arrange-
ments, as necessary to maintain the
designated financial market utility’s
viability as a going concern and to con-
tinue its provision of critical services.

(1) Securities settlement system means
an entity that enables securities to be
transferred and settled by book entry
and allows transfers of securities free
of or against payment.

(j) Stress test means the estimation of
credit or liquidity exposures that
would result from the realization of po-
tential stress scenarios, such as ex-
treme price changes, multiple defaults,
and changes in other valuation inputs
and assumptions.

(k) Supervisory Agency has the same
meaning as the term is defined in sec-
tion 803(8) of the Dodd-Frank Act (12
U.S.C. 5462(8)).

(1) Trade repository means an entity
that maintains a centralized electronic
record of transaction data, such as a
swap data repository or a security-
based swap data repository.

[79 FR 65557, Nov. 5, 2014]

§234.3 Standards for payment systems.

(a) A designated financial market
utility must implement rules, proce-
dures, or operations designed to ensure
that it meets or exceeds the following
risk-management standards with re-
spect to its payment, clearing, and set-
tlement activities.
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